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BELGIAN KEY ECONOMIC INDICATORS 


In Billions of U.S. dollars unless noted 


Income/Production/Employment 


Population (millions) 

GDP (nominal) 

GDP per capita (dollars) 

GNP (nominal) 

Industrial Production (1975=100) 
_Labor Force (1,000s) 
Unemployment (avg % for year) 
Average Hourly Wage (1975=100) 
Government Deficit as % of GNP 


Money and Prices 


Money Supply (M1) 

Public Debt 

Foreign Debt (year end) 
Reserve Money 

Average Discount Rate ($%) 
Wholesale Prices (1975=100) 
Consumer Prices (1975=100) 
BF/$ Average Exchange Rate 


1984 


9.857 
70.05 
7,106 
77.56 
116.8 
4,211 
13.0 

195.5 
~11.2 


17.60 
73.78 
17.61 
6.91 
11.0 
159.3 
182.6 
57.8 


1985 


9.858 
72.95 
7,400 
80.55 
118.8 
4,236 
12.8 

203.0 
~i.9 


17.70 
80.84 
16.67 
6.64 
9.9 


159.23 


191.5 
59.6 


Merchandise Trade Balance/Balance of Payments (*) 


Exports (FOB) 
Exports to US 
Exports to EEC 

Imports (CIF) 

Imports from US 
Imports from EEC 
Merchandise Trade Balance 

With US 
With EEC 

Service Balance 

Current Account Balance 

Terms of Trade (% ch year ago) 


*Statistics are for the Belgium-Luxembourg Economic Union 


51.70 
3.137 


35.628 


55.20 
3.326 


36.918 


~3.35 
~0.19 
-1.29 
Leda 
0.11 
1.0 


53.66 
3.402 


37.061 


56.05 
3.185 


38.177 


-2.39 
0.22 
-1.12 
1.10 
0.35 
1.1 


Forecast 
1987 


9.895 
124.39 
12,570 
137.77 
125.3 
4,246 
12.9 
213.4 
-7.65 


Main exports to the United States (first half 1986): Film, Diamonds and 
Jewelry, Iron and Steel, Boilers and Mechanical Equipment, Transportation 


Equipment, Tractors and Bicycles 


Main imports from the United States (first half 1986): Coarse grains and 
soybeans, Combustion Products, Organic Chemicals, Diamonds and Jewelry, 


Aeronautical Equipment, Boilers and Mechanical Equipment 


Sources: Banque Nationale de Belgique, Institut National de Statistique, Data 
Resources Incorporated, Bureau du Plan 





SUMMARY : 


Belgium's budgetary austerity program continues to dominate the economic 
scene as it has done for the past two years. Any economic assessment of 
Belgium must be viewed against this program and situation. Economic 
growth for 1987 is projected to be 1.2 percent, lower than the European 
Community (EC) projected average of 2.6 percent. 


The budget deficit remains a prime concern. In 1985 the deficit was over 
12 percent of GNP. To fulfill the October 1985 election promise not to 
raise taxes, the Martens VI coalition government announced a continued 
austerity program in May 1986. The effects of this plan are being felt 


throughout the economy, and the restrictions on government spending apply 
to all sectors. 


Unemployment declined from its 1984 high of over 14 percent to a current 
level of 12.6 percent. This figure is showing recent signs of creeping 
upward, particularly for young people. Additionally, closing of certain 
plants in the basic industrial sectors and retrenchment in others are 
adding to the dimensions of the unemployment picture. 


The overall economic picture over the long term appears bright, although 
any such assessment depends heavily on the austerity program's outcome. 


CURRENT ECONOMIC SITUATION AND TRENDS: 


Prime Minister Wilfried Martens and his center-right (four-party) 
coalition government embarked on an economic austerity policy in 1983. 
The program received an unanticipated endorsement in the October 1985 
election when the government parties increased slightly their 
parliamentary majority. The election campaign was based on the premise 
that austerity would need to continue; the voters concurred, and the 
government majority was increased from 13 to 15 seats. The full 
austerity program was announced in May 1986 after weeks of intensive 
inter-party negotiations. 


The Government seeks to reduce the budget deficit to manageable (i.e., 7 
percent of GNP) levels by the end of its 4 year legislative term in late 
1989 and thereby help restore the economy to equilibrium. 1985 and 1986 
saw fairly extensive dissension within the Cabinet as to how, rather than 
whether, these cuts should be implemented. For example, when it became 
obvious that civil service and teaching jobs would have to be cut, the 
Flemish and Francophone Christian parties hesitated. There were also 
strong reactions from the labor wings of both coalition parties when 
discussion focused on reduction of social security payments and other 
benefits. 


The Budgetary Problem - Its Origin: Belgium's export-led growth fell 
short of what was needed in the early 1980's to restore the economy to a 
needed 3-4 percent real growth in GNP. The hoped for expansion elsewhere 
in Europe to spur Belgian export growth did not materialize. 

Unemployment increased, and the government fell even further behind in 
its deficit-reduction program. By the end of 1985 the deficit had 
reached almost 12 percent of GNP, exceeding the 10.5 percent target. 
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The present plan calls for the deficit to fall to 8 percent of GNP by the 
end of 1987 and further to 7 percent by late 1989. Earlier targets were 
not met, thus it is likely that the deficit reduction timetable will 
continue to slip. Budget Minister Verhofstadt is, however, insisting 
that the overall targets be met. Thus far, no ministry has totally 
escaped the budget reduction axe. 


Although the Martens VI Government maintains the struggle against massive 
deficits, Belgium's cumulative debt continues to expand. The public debt 
reached a monumental 110 percent of GNP in 1986 and will increase even 
further in 1987 to perhaps 112 percent. One point in the government's 
favor, however, is that it no longer depends on foreign borrowing and is 
able to borrow domestically to meet its financial needs. 


We continue to believe that even if the targets are reached or 
approximated, the deficit and related debt will continue to pose enormous 
fiscal problems and challenges to this and successor governments. 


The Business Perspective: The last six months have reflected a 
continuing improvement in the business recovery which began in 1983 after 
the Martens V Government had taken steps to restore confidence in the 
business community. Recent statistics show a further increase in profits 
as well as a significant increase in investment in manufacturing 
industries. The rate of new investment is not sufficient, however, to 
create the number of additional jobs sufficient to keep unemployment 
levels from rising further. Some companies are increasing their savings 
rather than electing to invest in new plant and equipment. Foreign 
investment is still lower than what one might expect. 


Unemployment - A Large Question Mark: 1985 was a milestone in the 
employment picture for Belgium -- it witnessed the first drop in total 
unemployment in the country in 14 years. Some of this decline is 
explained by a change in the definition of "unemployed," but there was a 
real decline in the overall number of unemployed. The 12.25 percent 
figure for the last six months now shows signs of increasing. If the 
full effect of the May 1986 austerity package is felt on the employment 
scene, some estimates indicate that an additional 40,000 could be on the 
unemployment rolls by the end of the year. 


Austerity's Successes - Inflation and the Current Account: Inflation 
continues to remain low and will probably remain in the 2 percent range 
through the rest of the year, assuming no further change in oil prices 
and the value of the dollar. If the dollar declines further, the 
inflation rate could drop even further. Some price controls will be 
gradually phased out over the next few years, and the desired result is a 
combination of increased competition and lower prices. 


Late 1986 and early 1987 saw a continued expansion of Belgian exports. 
Some of this growth is attributable to fiscal and other incentives for 
business. The National Bank of Belgium's 1986 balance of payments 
figures reflect a 1986 current account surplus of 134.9 billion BF, 
almost eight times higher than the 1985 level. Most of the improvement 
is accounted for by the surplus in the merchandise trade balance, which 
expanded from 20.4 billion BF in 1985 to 126.1 billion BF in 1986. 
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The service balance showed a little improvement, while the transfer 
balance worsened slightly. However, the positive developments on the 
current account were countered by a deterioration of the capital balance, 
where the deficit almost tripled to 160.7 billion BF in 1986. This 
figure basically reflects increased purchases of foreign shares by firms 
and the public, but the major component of the deficit is the acquisition 
of foreign bonds by Belgian residents. These purchases are not offset by 
foreigners' purchases of Belgian bonds. 


The capital balance surplus for the public sector remained almost 
constant at 29.9 billion BF, while the reserves of the National Bank of 
Belgium increased by 7 billion BF, against an 8.4 billion BF reduction in 
1986. The surplus in the current account is expected to continue to 
increase for the balance of the year. 


Belgian Franc among the Stronger Currencies in the EMS: In general, 
Belgium's terms of trade are further improving, not only because of the 
lower dollar and subsequent lower energy prices but also because the 
Belgian franc is doing very well within the European Monetary System 
(EMS). Belgium has been able to follow the West German mark and the 
Dutch guilder in their successive recent EMS revaluations. 
Traditionally, the Belgian franc came under pressure whenever the French 
franc was pressed, but the financial developments of the last few months 
Suggest that foreign exchange dealers have concluded that there is a 
difference between the two currencies. 


Moderate Growth Forecast: The best outlook over the next few years for 
Belgium's economy is that of very moderate, perhaps even limited, 

growth. Increased government spending and the resulting fiscal stimulus 
to the economy are virtually ruled out by austerity considerations. The 
government has pledged not to increase taxes but is now working on a tax 
reform package which could, depending on its final form, stimulate the 
economy. Even if tax reform is enacted in 1987, the actual effects would 
take some time to work through the economy. Predictions in late 1986 for 
a maximum 2.0 to 2.5 percent growth for the economy have recently been 
revised downward to a level of 1.2 to 1.5, which is still well below the 
EC and Organization for Economic Cooperation and Development (OECD) 
average. 


IMPLICATIONS FOR THE UNITED STATES: 


American products are now almost 45 percent less expensive in Belgian 
franc (BF) terms than they were at the dollar's peak in February 1985. 
Although it is still premature to determine whether U.S. exports will 
expand as markedly as hoped for in the face of the dollar's decline, the 
Climate for U.S. exports is improving. Belgium is a highly competitive 
market. Many former purchasers of U.S. goods turned to other suppliers 
because of (1) the high dollar value; (2) aggressive marketing by 
competitors; and (3) perceptions that U.S. suppliers are not willing to 
adapt their products to European requirements. The message is, 
therefore, clear -- U.S. products must be competitively priced, 
aggressively promoted, and appropriately adapted to this sophisticated 
market if new customers are to be found and old ones lured back. 
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Belgium is one of the world's most export-intensive countries. Exports 
to Belgium are frequently reexported, generally with, but sometimes 
without, value added. U.S. exporters should, therefore, think in terms 
of what can be sold through Belgium as well as what can be sold in 
Belgium. U.S. firms should also bear in mind that Belgium's economic 
recovery has favored (1) industry over the consumer, (2) the interest in 
"high-tech", and (3) the incentives and benefits available to new 
investors. 


Capital investment goods for manufacturing industries are a prime target 
for U.S. exports to Belgium. Belgium's need to modernize its industrial 
plant will require that it emphasize high-tech fields (robotics and 
scientific/analytical equipment, for example) for both production and 
research purposes. Despite austerity, there may now be greater 
opportunities in consumer goods, especially with the fall in the dollar. 


TRADE OPPORTUNITIES: 


Even when the dollar was at its highest level, a number of sectors 
remained attractive for exporters of competitive "state of the art" U.S. 
products and services. Other sectors have now regained some, if not 
much, of their competitiveness. The best export prospects described 
below have been chosen in consultation with industry and trade sources in 
Belgium. 


Note: All 1987 forecasts are based on an average exchange rate of 37 BF 
for $1. (In contrast, the April 1986 FET forecast a rate of 50 BF.) 


Apparent discrepancies between and among growth rates, historic dollar 
values, and projections are explained by doing the basic calculations in 
BF and then converting them into fluctuating dollar values. The 
statistics provided are the most recent ones available. 


Telecommunications Equipment: There are two distinct markets for this 
equipment in Belgium: the RTT (Regie des Telegraphes et Telephones) and 
the private market. The RTT sector has traditionally been supplied by 
local manufacturers; its monopoly position includes network equipment, 
the first telephone set and telex terminal, and some modems for the 
dial-up network. Other equipment is offered to customers by the RTT in 
competition with private suppliers. 


A government decision is expected shortly which would liberalize the 
market for telecom equipment procured by government-controlled bodies 
such as the RTT. Telecom equipment to be connected to the RTT network 
which can be supplied in competition with RTT-procured equipment is, 
however, still subject to RTT approval. This is a lengthy and complex 
procedure which must be handled by the Belgian or European representative 
Or subsidiary. We expect that the RTT monopoly will be limited to 
network equipment only within about 3 years. Belgium's total 1985 
telecommunications market amounted to $596 million, of which almost 50 
percent was imported. The import share should grow steadily to 55 
percent by 1989, assuming the liberalization of end-user equipment 
procurement is implemented as scheduled. Best sales opportunities are -- 
and will continue to be -- for products reflecting the newest technology 
applications in end-user equipment and data communications equipment. 
There are also good markets for telecommunications services companies. 
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Computers; Total data processing expenditures reached $2.4 billion in 
1985. Estimated annual growth for the period 1986-1989 is projected at 
13 percent. American-developed products, including a large portion 
manufactured in countries outside the United States, account for nearly 
70 percent of the market. Products directly imported from the United 
States declined from 22 percent to 20.9 percent in 1986. This share is 
about to stabilize as the weaker dollar makes U.S.-made products more 
attractive. 


In value terms, mainframe computers maintain the largest share of the 
import market with 60 percent, followed by mini-computers and 
micro-computers, with 20 percent each. The micros' share is anticipated 
to continue to gain ground against mainframes while minis remain stable. 


Good sales prospects exist for desktop micros, local area networks, and 
laser printers. 


Computer Software: This sector achieved almost the same rate of turnover 
as hardware in 1985, and is expected to be twice the value of the 
hardware sector by 1990. Application tools packaged software is the 
fastest growing subsector. With a projected annual real growth of 31 
percent during 1987-1990, this area offers the best opportunities for 
U.S. suppliers because many Belgian developers cannot afford the 
necessary start-up investment. The U.S. market share in packaged 
software is expected to remain at its present level of 75 percent. Other 
best sales prospects are graphics, CAD software, and fourth generation 
software development tools. 


Robotics: Sales in Belgium in 1985 totalled $15.5 million. The number 
of robots installed in Belgium has grown from 30 in 1977 to 975 in 1985. 
U.S. products, respected for their quality/price competitiveness, account 
for 35 percent of the market and compete with West German (20 percent) 
and Swedish (25 percent) for market leadership. The total number of 
robots installed during 1985 amounted to 250 units; for 1986 only 120 
were foreseen. Outside of the automobile industry, Belgium counts 323 
robots, only slightly lower than the average in other small European 
countries. 


Robotization, which to date has been heavily concentrated in automotive 
assembly, will see growth in electronics, electrical, metalworking, and 
plastic processing industries. Best prospects are in robot vision 
systems, sensors, programming units, software languages, robots linked to 
computers and/or CAD-CAM systems, and smaller scale robots. 


Security and Safety Equipment: The Belgian market in 1986 was estimated 
at $50 million; it is expected to increase at a real rate of 15 percent 
annually over the coming years. The security content is currently 
expanding well in excess of that figure and will continue to do so, while 
safety products should continue to grow at a modest five percent a year. 


Much of the demand for security equipment in Belgium is triggered by the 
rising crime rate. Since 1980, burglary and theft in Belgium have 
increased 35 percent annually. This rise in crime is forcing both 
individuals and businesses to seek protection. Local production of 
security and safety equipment is minimal and is estimated to have 
amounted to $6.6 million in 1985. Only some 50 Belgian manufacturers 
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have activities in this field; most of these manufacturers are better 
known for other product lines. 


American trademark products account for approximately 40 percent of the 
market. Imports from the U.S. have suffered from the constant 
fluctuations of the dollar, although U.S. equipment continues to enjoy a 
good reputation for high quality, reliability and sophisticated design. 
It is essential that U.S. suppliers work through established and 
well-respected distributors and installers; proper installation and 
quality after-sales service are crucial in this sector. Products with 
the greatest potential for market acceptance are electronic 
anti-intrusion security and industrial surveillance equipment. Also 
important are bomb detection, protection, and disposal equipment and 
police training equipment. 


Security Services: This related service industry is also an expanding 
one. Belgium hosts an exceptionally large number of multinational 
companies (including over 200 Fortune 500 American companies) as well as 
an impressive number of international organizations -- all of which are 
users Or potential users of private security services. As government 
budgets get tighter, it becomes more cost-effective for a public agency 
to contract with a private security firm than to hire full-time employees 
to augment the municipal or national police organizations. 


In this particular field, four firms employing some 5,500 guards claim to 
have 95 percent of the market. Their turnover, including armored car 
services, amounts to $126 million annually. Smaller companies, usually 
with specific target markets, are often established by retired police 
officers. Access to this industry can be difficult because there is a 
legal restriction banning "private militias." This law requires, among 
other things, that all members of any uniformed security service, whether 
armed or not, be subject to a thorough background check. 


Pollution Control Equipment: Because of recent EC Directives, tighter 
environmental controls will be carried out on emissions from engines, 
heating installations, and power plants. Over a 5 to 10 year period, 
diesel engines will be required to reduce emissions of nitrous oxide 
(NO2) by 20 percent, and power plants will have to cut sulphur dioxide 
(SO2) emissions by 60 percent. Pollution monitoring in Belgium is 


administered by the three regions operating both independently and also 
in coordination. 


The market in Belgium, which is growing at an eight percent average 
annual real growth rate, is expected to reach $173 million by 1988. The 
trend is away from imports and towards local production, mainly because 
of licensing agreements. Imports are expected to grow at an annual rate 
of 10 percent and will reach $137 million by 1988. The United States 
holds a share of about 20 percent of total imports, valued at $16 million 
in 1985. At a 10 percent growth rate, its share will be $34 million in 
1988. Major competitors are West Germany (29 percent), France (15 
percent), and the Netherlands (11 percent). Best prospects focus on the 
water pollution control field. Over the longer term, however, a shift in 
emphasis towards air pollution control is forecast. 
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Fish: The Belgian seafood market is particularly significant for the 
following reasons: (1) a 17 kilogram (approximately 36 pounds) per capita 
annual consumption (significantly higher than the West European average), 
(2) imports providing the lion's share of the market's consumption, and 
(3) a small domestic fishing fleet. The major part of consumption is 
composed of frozen and canned seafood. Domestic suppliesrepresent 
approximately 20 percent of consumption compared with 80 percent for 
imports. Total market value was estimated at $260 million in 1985. The 
projected value for 1988 is $336 million, representing an estimated real 
annual growth rate of 3.5 percent. 


The U.S. market share is minimal (around 4 percent of imports) but is 
expected to grow from $12.9 million in 1985 to $17.1 million in 1988 at 
an annual real growth rate of 5 percent. Major competing countries are 
the Netherlands (29 percent), Denmark (12.4 percent), and France (10 
percent). U.S. seafood imported into Belgium consists mostly of salmon, 
crab, eel, shrimp, and lobster. The best prospects include monkfish, 
sole, halibut, whiting, dogfish, Alaska pollack, and Alaskan lingcod. 
The rapid decline of the dollar has enhanced the market appeal for 
U.S.-origin seafood because price is all-important in this industry. 
Quality is a key factor. 


Franchising: The market for franchised goods and services is still 
gaining ground after reaching an estimated $1.52 billion level in 1985. 
There are 110 identified franchisers which service about 3,150 outlets. 


Growth forecasts range between 11 and 14 percent per year through 1987 
and 18 percent per year thereafter, with the 1989 market estimated at 
$2.7 billion. 


The domestic share of the market is between 45-50 percent. The 
GB/INNO/BM group is the largest franchiser with such recognized names as 
Quick (hamburgers), Christiaensen (toys), Bricocenter (do-it-yourself), 
and Santal (beauty aids). U.S. participation accounts for about $600 
million, or 40 percent of the market with some 20 percent of the 
franchises. The U.S. franchises are mainly in the high-value sectors, 
such as car rental (Avis, Hertz, Budget); beverages (Coca-Cola); and 
hotels (Holiday Inn, Hilton). Others are McDonald's, Speedy, 
Computerland, J.C. Penney (through its Sarma subsidiary), Manpower, 
Baskin Robbins, Pizza Hut, Dinitrol, Badgeman, Midas, Singer, Pearle 
Optics, and Tandy. 


Belgian franchising sales represent 5.6 percent of total retail sales. 
By comparison, in the United States, franchising (excluding automobile 
and gas station sales) accounts for an estimated 9 to 10 percent of the 
retail market. 


A detailed "Market Report on Franchising in Belgium," completed in June 
1986, is available from the U.S. Department of Commerce, International 
Trade Administration, Market Research Section, Washington D.C. 20230, and 
from U.S. Department of Commerce District Offices. Additionally, a U.S. 
franchising trade mission is scheduled to visit Belgium on October 5-6, 
1987. Detailed information can be obtained from U.S. Department of 
Commerce district offices or from Mr. A. Kostecka, Room 1106, U.S. 
Department of Commerce, Washington D.C. 20230, telephone (202) 377-0342 
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Travel and Tourism: The Belgian market is estimated at $625 million for 
the U.S. travel and tourism industry and consequently rates as a major 
and important invisible U.S. export. The total number of visitors to the 
United States from Belgium of all nationalities was estimated at 250,000 
in 1985, of whom only 55,000 were Belgians. This very large number of 
non-Belgian visitors is an indication of the importance of the Belgian 
market with the headquarters of the EC, North Atlantic Treaty 
Organization (NATO), and other multilateral organizations here. 


The number of Belgian visitors and visitors of other nationalities to the 
United States has increased dramatically over the past year. In the 
period January-November 1986, the number increased 27 percent over the 
same period for the previous year. This trend is expected to continue at 
least for the next year. The combination of the current attractive 
dollar exchange rate, competitive trans-Atlantic air fares, and an 
improvement in the Belgian economy is expected to produce a similar 
growth rate for the coming year. To capitalize on this potential, the 
Embassy's Commercial Section will organize a "Visit U.S.A." pavilion at 
the Belgian International Travel Fair (open to the trade only) where the 
United States will be featured. The event will take place in Brussels on 
November 26-28, 1987. The cost of participation is $1,600 which includes 
a booth, table, chairs, wall space for posters, and a full program of 
supporting promotional activities. Further information can be obtained 
from the U.S. Travel and Tourism Authority (USTTA), c/o U.S. Department 
of Commerce, Washington, D.C. 20230, telephone 202-377-0136. 


Attitude Towards Foreign Investment in Belgium: Belgium actively pursues 
and encourages foreign investment and accords national treatment to 
foreign investors. With its liberal investment policies, unrestricted 
exchange system, important international community (an estimated 
one-third of the population of Brussels is non-Belgian), and lack of 
chauvinistic/nationalistic feelings, Belgium has become an ideal European 
location for U.S. multinational firms. 

Over 900 U.S. companies have operations here, nearly 400 of which are 
regional headquarters. Many firms have found Belgium to be an excellent 
location for the hub of their regional distribution networks because of 
the country's central location and excellent transportation 
infrastructure, including ports, road, rail, and air connections. 

Another factor is the ready availability of multi-lingual personnel 
essential to a successful Europe-wide marketing strategy. 


Several factors contribute to a basically healthy investment climate: 
stable political and social conditions, a high standard of living, a 
qualified and productive labor force, financial stability, a developed 
financial infrastructure and comparatively little government interference 
with business. Belgium has enacted several laws applicable to both 
foreign and domestic enterprises which are designed to promote industrial 
investment. Incentives take the form of interest rate subsidies, capital 
Or employment grants, tax relief, and government guarantees. Of special 
interest to U.S. companies is the legislation which provides major tax 
incentives for international groups which establish coordination centers 
in Belgium and the simplified customs procedures for regional 
distribution centers which provide the basic equivalent of a "free port" 
location on a firm's own premises anywhere in the country. 
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